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E.O. 11652: N/A 
TAGS: ETRN, KS 

SUBJECT: CIV AIR - FOREIGN GOVERNMENT SUBSIDIES TO FOREIGN AIRLINES 

1. EMBASSY HAS DISCUSSED SUBJECT WITH MEMBERS OF LOCAL AMERICAN 
AVIATION COMMUNITY, KOREAN CIVIL AVIATION BOARD (KCAB), AND KOREAN 
AIR LINES (KAL). LOCAL REPRESENTATIVES OF U.S. CARRIERS (NWA AND 
PANAM) FEEL THAT KAL IS PROBABLY RECEIVING GOVERNMENT AID BUT CAN 
PROVIDE NOTHING SPECIFIC OR DEFINITE. FLYING TIGER REPRESENTAT- 
IVE IS SURE THAT KAL'S DOMESTIC ROUTES (WHICH RUN IN THE RED) ARE 
SUBSIDIZED BY GOVERNMENT AND THAT KAL WRITES OFF SOME COSTS OF 

ITS INTERNATIONAL OPERATIONS AGAINST DOMESTIC OPERATIONS, AND THUS 
TO SOME EXTENT RECEIVES A SUBSIDY ON INTERNATIONAL OPERATIONS. 

THIS FORM OF GOVERNMENT ASSISTANCE (OR ANY ASSISTANCE) IS STOUTLY 
DENIED BY BOTH KAL AND KCAB. 

2. INVESTIGATION HAS TURNED UP NO EVIDENCE THAT KAL IS ABLE TO 
PROCURE PRODUCTS OR SERVICES AT LESS THAN PREVAILING MARKET 
PRICES. 

3. THE ALLEGED SUBSIDY CITED BY FLYING TIGER REPRESENTATIVE MAY 
BE TRUE BUT IS STILL IMPOSSIBLE TO PROVE. THERE IS TO EMBASSY 
KNOWLEDGE NO APPLICABLE LAW ON SUBJECT AND AN ESTIMATE OF DOLLAR 
VALUE OF POSSIBLE ASSISTANCE IN 1973 IS NOT POSSIBLE. EMBASSY WILL 
CONTINUE LOOKING INTO SUBJECT AND REPORT ANY FURTHER DEVELOPMENTS. 
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